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Consider this shocking statistic: 56% of 
pilots say they’ve fallen asleep on a fl ight 
while in the cockpit; and 29% said they’d 
woken up to fi nd their co-pilot asleep. 

The world of work also gives us some 
eyebrow-raising statistics: 89% of employers 
think staff members leave for more money; 
but only 12% of employees say they leave to 
earn more. 

These surprising fi gures remind us that 
we shouldn’t take our preconceptions 
for granted. Research is important. And 
empirical primary research is invaluable. 
Knowing this, at AllianceBernstein we have 
commissioned our own surveys to gain 
greater insight into the pensions market.

There’s an assumption that people have 
a decent knowledge of pensions, the 
inadequacy of the state pension and the 
need to engage with pension saving. This 
might seem a reasonable thesis, given the 
high profi le of pensions and the terrifying 
statistics about aging populations, low 
savings rates and the lack of preparedness 
for retirement. But as you might have 
guessed by now, the thesis is wrong. 

We conducted research with DC pension 
scheme members – in other words, people 
who have made a conscious effort to join 
a scheme, rather than random members of 
the general public that have no connection 
with pensions. 

Even we were surprised. We found that 
89% of existing DC scheme members 
hadn’t heard of lifestyle strategies. And 
when prompted that a lifestyle fund was 
something to do with pensions, only 31% of 
people thought it was a fund that derisked 
over time. By comparison, 47% thought it 
was a fund that was geared to fi t around 
their lifestyle. 

We believe that target date funds (TDFs) 
are a better solution for DC members. 
Although they are less common than 
lifestyle strategies in the UK, however, more 
people understand the idea behind them: 

89% said that TDFs are geared around 
members’ expected retirement timeframes. 

Another shocking answer was that just 
21% could identify the exact year when 
they would retire, never mind the exact 
date. This is a vital statistic, given that a 
basic requirement for investing in a lifestyle 
strategy is knowing the member’s expected 
retirement date. 

Although this fi nding is bad news 
for lifestyle strategies, we were not 
surprised. People can’t predict their future 
circumstances with such certainty. They may 
have a rough idea, though. Indeed, around 
50% of those surveyed were able to give 
a broad window of two to three years for 
their planned retirement date. 

Here is another area where TDFs 
trump lifestyle strategies. Our TDFs only 
require members to estimate a three-year 
retirement window; most members can do 
this comfortably – and they know they can 
change to a different window in the future. 

A third topic of our research found 
that 87% of scheme members expect 
their investments to be actively managed 
depending on the economy. We weren’t 
surprised that most people gave this 
answer – it seems perfectly logical to do 
so. But of course, lifestyle strategies aren’t 
managed this way. At least fi ve years from 
retirement, the lifestyle strategy manager 
starts moving money out of risk assets and 
into longer-dated gilts and cash. And this 
happens without considering the macro 
environment. 

TDFs are managed in the way that 87% 

of people believe they should be. As a 
more sophisticated option for a DC default 
fund, TDFs are more fl exible investments. 
With access to open architecture, TDFs 
are actively managed across asset classes 
and regions according to both the client’s 
investment aims and, importantly, the fund 
manager’s view of the world around them. 

Staying with the investment theme, TDFs 
particularly add value at that important 
period around retirement. Whereas lifestyle 
strategies automatically reallocate, say to 
25% cash and 75% long-dated gilts, our 
approach is more-nuanced. While our 
TDFs aim to match the client’s duration 
requirement, we make use of the broader 
range of fi xed-income securities depending 
on either value at the particular time. And 
this active management continues into the 
post-retirement phase, as we try to protect 
the buying power of the individual: we 
don’t make assumptions about annuity-
purchase plans. 

So what of all these statistics? As the 
old saying by Benjamin Disraeli goes, 
is this a case of us using “lies, damned 
lies and statistics” to bolster a weak 
case? Defi nitively, no. The proof is in the 
performance. The evidence of our own TDF 
strategy is that, for broadly the same risk 
level, ours has outperformed an annuity by 
as much as we thought we would, delivering 
a return just above infl ation. 

We make no apology for using statistics 
to shock and surprise. If it enables more 
members of DC schemes secure a better 
future and gain access to future-proofed 
default funds, then we’re doing our job well. ■
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Truth, the damned truth, 
and statistics
Lifestyle strategies don’t suit today’s pension scheme savers. 
Tim Banks explains why.

“There’s an assumption that 
people have a decent 
knowledge of pensions, the 
inadequacy of the state pension 
and the need to engage with 
pension saving. Not so.”
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